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JOINT STATEMENT OF THE GOVERNMENT OF CANADA 
AND THE BANK OF CANADA ON THE EXTENSION OF 


THE INFLATION CONTROL TARGETS 


The objective of Canadian monetary policy is to contribute to sustainable 
economic expansion, high levels of employment, and rising standards of 
living. The best contribution monetary policy can make to these goals is 
through preserving confidence in the value of money by providing an 
environment of stable average prices. Accordingly, the Government of 
Canada and the Bank of Canada today reaffirmed that monetary policy in 
Canada will continue to be oriented towards achieving and maintaining 
price stability and announced that the current inflation-control targets 
will be extended until the end of 2001. 


Targets for reducing inflation were adopted in February 1991. In 
December 1993, the government and the Bank of Canada agreed to 
extend the targets from the end of 1995 to the end of 1998 with the objec- 
tive of holding inflation inside the range of | to 3 per cent. It was also 
agreed that the targets would be re-examined by the end of 1998 and that 
a new long-term target range consistent with price stability would be set 
at that time. 


Since the initial adoption of these targets, considerable progress has been 
made in reducing inflation and maintaining it at a low level. Economic 
decisions are increasingly being made on expectations of a continuation 
of low inflation, and Canadians are beginning to experience the benefits 
from such an environment. For example, low inflation, together with the 
progress made by all levels of government in Canada to restore fiscal 
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balance, has resulted in a substantial decline in interest rates, with 
medium- and long-term interest rates near their lowest level in decades. 
However, over the past several years the Canadian economy has been 
through a difficult period of private and public sector restructuring, and 
the full benefits for economic performance from low inflation have yet 
to be realized. 


It would be helpful to have a longer period of time in which the economy 
demonstrated more fully its ability to perform well under conditions of 
low inflation before determining the appropriate long-run target consistent 
with price stability. Consequently, the Government of Canada and the 
Bank of Canada have agreed to extend the existing inflation-control 
targets, which are to hold inflation inside the range of | to 3 per cent, to 
the end of 2001. The government and the Bank plan to determine the 
long-run target for monetary policy before the end of 2001. Providing 
Canadians with such a long-term commitment will help to secure the 
benefits that a stable price environment can bring to the growth of 
incomes and employment in Canada. 


For further information: 


Jeremy Rudin 
Economic Analysis and Forecasting Division 
(613) 992-2370 
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